
Notes and Brief Reports 
Private Pension Plan Terminations* 

The provisions of most private pension plans 
permit employers to terminnte t.he plan. Use of 
this power can obviously frustrate the benefit 
expectations of employees. Because of the interest 
expressed in Congress and elsewhere1 in the extent, 
and effect of pension plan terminations, n study 
was made of the terminations reported to the 
Office of Labor-Mnnngement, and Welfnre-Pension 
Reports of the Depwtment of Labor for a period 
of ,zpproximat.ely 10 months. 

This study, which is reported in the following 
pages, indicates that (1) relatively few private 
pension plans, affecting only a small proport,ion 
of all persons covered by pension plans, are termi- 
nated ; (2) most members of plans terminated be- 
cause of mergers have their retirement. protect,ion 
continued ; (3) some members, including both re- 
tired nnd nonret.ired persons, may be deprived of 
accrued credik or benefit rights, especially when 
t,he plnn is termiruked for reasons other than 
merger; and (4) assets of most terminated plans 
whose members do not continue to have retire- 
ment protection are usually distributed to plan 
members, but, these assets in some instances may 
be insufficient to meet accrued linbilities. 

SOURCE OF DATA 

The Welfare and Pension Plans Disclosure Act 
requires the administrator of nn employee welfare 
or pension benefit 1~1~1 covering 25 or more par- 

+ Prepared by Joseph Krislor, Division of Research and 
Statistics. 

1 See Amendments to Welfare-Pension, Plans Disclosure 
Act, Hearings Before the Corwnittcc on Education and 
Labor, House of Reprcscxtatives (87th Cong., 1st sess.), 
1961, pages 405, 426129 ; Rctirenwwt Income of the Aging, 
Hearings Bcforc the Special Committee on Aging, United 
States Senate (87th Cong., 1st sew.), 1961, pages 80-81, 
84; United States Senate, Special Committee on Aging, 
Developments in &in{/ 1959 to 1963 (S. Rept. 8, 88th 
Cong., 1st sew.), 1963, pages 84-85; Merton Bernstein, 
“Employee Pension Rights When Plants Shut Down: 
Problems and Some Proposals,” Harvard Law Reviczc, 
March 1963, pages 952-981; and J. 1% Livingston, “Lee 
Rubber Stops Pensions of White-Collars” and “Lee Rub- 
ber and the Social Ethic,” The Washington Post, Febru- 
ary 20 and 22, 1963. 

Gcipants (with some except,ions) t,o file with t,lie 
Uepnrtment, of Labor two copies of a description 
of the plan (Form D-1) :ind two copies of tm 
annual financial report. (Form 11-e). The Ofice of 
Labor-Management nnd Welfare-Pension Reports 
has made ~~vail,zble the records of 2~11 pension 
plans (including deferred profit-shnring pli~ns) 
that, became inactive in the lo-month period Sep- 
tember 1961-.June 196:2. The Forms 11-l twd the 
;Lccompanying documents were examined to deter- 
mine which plt~ns were terminated (that is, dis- 
continued) und which became inactive because 
the records were erroneously tiled or for other 
reasons. One hundred sixty-eight, plans were 
judged to have been terminated; some data were 
available for 13’7 plans on the membership, the 
reason for termination, and whether retirement 
protection for the membership wns continued. The 
Forms D-2 :Lnd the accomp,znying documents fol 
some of these plans yielded tlntx on the amount 
and the disposition of the pliln’s assets :lt the 
time of terminntion. 

REASONS FOR TERMINATION 

Table 1 summarizes the information on the 13’i 
terminated plans for which data were :tvailable. 
These plans had a total membership of approxi- 
mately i’7,000, including both retired ;tnd non- 
ret ired members. (S even plans did not report 
membership figures.) Since the O&e of Lnbor- 
Management and Welfare-Pension Reports had 
on file about 89,000 active pension phuls in July 
1961,’ the proport ion of terminated plans is ex- 
tremely small. And since it hxs been estimated 
thnt the private pension plans had 22.6 million 
members and l.!) million beneficiaries :tt the end 
of 1961,” the proportion of persons covered by 
terminated plans is also small. 

*Is indicated in table 1, retirement protection 
~1s continued for the members (;lpproxim;\tely 
70,000) of HO terminated l)lilllS; tllnt is, the mem- 
bers were tr:unsf’erred to other plans :wd continued 
IO :tccrue lwnsion rights from these plans. Retire- 
llicilt l)i*otec*tioli \TiIS discontinued for tlie (i,iOO 

2 U.S. Department of Labor, Bureau of Labor Stand- 
ards, Characteristics of l~/t,YOO Welfare and Pensiolz 
Be&t Plaws, January 1962. 

3 Alfred M. Skolnik, “Growth of Employee-Benefit 
Plans, 1954-61,” Social Secltritv Bulletin, April 1963, 
page 12. 
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Table l.-Number of terminated pension plans, by reason for termination and continuation of members’ protection, and by 
membership - 

I 
- 

1 
Plans that reported 

total membership only 
Plans that reported both retired 

and nonretired membership 
Reason for termination 

Total plans 

_- 

NUIIltW Memher- 
ship 

- _-. 

Number 
Member- 

ship Number Member- 
ship Retired NOll- 

retired 
__-- 

60,183 2.891 

55,488 2,695 
4,137 173 

558 23 

57.29“ 
--- 

52,793 
3,964 

535 

48,946 2,089 46,857 
13,095 1,014 12,081 
13.095 1,014 12,081 

35.85: I,0705 34,7R 
35.851 1,075 34, i76 

0 0 0 

803 22 781 
107 1 106 
696 21 675 

364 

36: 

58 
0 

58 

306 

3c: 

7,892 680 i.212 
5,099 588 4.513 
2,793 94 2,699 

_- 
Total __._..._.___._____._---..-.---...............- - ’ 137 77,266 24 17,083 

Total protection continued .. __................._.---.-. - 
Total protection discontinued ______________._ ........... 
Totalunknown.......-.......--.----.---.---.-.-.-..- .. 

2 80 70,017 
J 51 6,691 
‘6 558 

~ferger.-.....--...........----.----.---------.-......-. 
Companymerger...-............................----. 

Protection continued. .............................. 
Protection discontinued.. ........................... 

Plans merged within company .___.__ _._____......... 
Protection continued. _ _ _ __ ___. _. _ .-.. __. 
Protection discontinued.. _ _._____.______.._. 

61 63,015 
50 17,164 
50 17,164 

1: 45.35: 
11 45,851 
0 0 

Sale of company. .._____...__________ ___.-._... . .._... 
Protectioncontinued __.... -.__-_- ._.... .._.. 
Protection discontinued... ___________._____.._..-..-- 

15 

1; 

2,380 
107 

2,273 

Cbmpsny disbanded ___........_..................... -.. (10 495 
Protection continued.. . .._................ -- -.. 0 0 
Protectiondiscontinued ____ -.-_..-.- . .._..__ -- -... 4 10 495 

Unilateral company action...-.-. _ _ _. __. ___ __. ._. _. 5 41 
Protection continued _..___.___.__..........- . . . .._._. 13 
Protection discontinued.. .__.__._. ._.. _ _ ._ 2 26 
Unknown......-.....-..........-....--.-.....-...--.. ‘2 

9,198 
5,559 
3,639 

,........ _. 

106 
_--- 

i: 
4 

2 
39 
0 

10 
10 
0 

10 

i 

33 

;: 

:: 
0 

12 
11 
11 
0 

: 
0 

i 
5 

i 
2 

; 
3 

_.__.._._. 

0 
0 
0 

0 

14,529 
2,554 

0 

14,069 
4,069 
4,069 

0 
10,000 
10,000 

0 

1,577 
0 

1.577 

131 

13: 

1,306 
460 
846 

‘6 
24 
12 

4 

1,620 
1,336 

284 

558 

Company action, approved by plan members or union.. 
Protection continued. _. .- . . . . . . . . .._._____. .___._ -_. 
Protection discontinued . . ..___._ _...._. . . .._... 

Unknown.......-.--...-...-.----..--..----.-----..----- 

1,620 19 1,601 
1,336 19 1,317 

284 0 284 

558 23 535 

’ Seven plans did not supply membership information 
* One plan did not supply membership information. 
3 Four plans did not Supply membership information. 
4 Two plans did not supply membership information. 

5 Three plans did not supply membership information. 
Source: Reports filed with Office of Labor-Management and Welfare. 

Pension Reports, Department of Labor. 

Almost half (61) of the 137 terminated plans 
from the files of the Office of Labor-?c~aiiagemellt 
and Welfare-Pension Heports, with more than 
three-fifths of the membership (about 63,000)) 
were terminated because of mergers between com- 
panies or mergers of pension plans within com- 
panies ; retirement. protection for members of 
these plans continued. Whether the successor plan 
gave full credit to the employees for past service 
under the terminated plan could not be deter- 
mined from the available data. 

Two studies of the effects of mergers on private 
plans suggest, however, that some of the members 
of the 61 plans may not have received full credit 
for their past service in the predecessor firm 01 
plan. The first study, by ,James Hammond, was 
focused on the effect of mergers on private pen- 
sion plans and the problems tliat result when the 
plans are merged. The author sent a questionnaire 
to 162 selected firms “which had merged and had 
private pension plans both before and after the 
merger” ; he received 110 replies, but only 77 sup- 

plied usable information. The study concluded 
that “only about 20 percent of the firms responcl- 

members of 51 plans; they were not transferred 
to other plans and did not cont.inue to accrue 
pension rights. The available data did not indi- 
cate whether retirement protection \vas continued 
for the 600 members of the six remaining plans. 

Data from an Internal Revenue Service tabuln- 

tion and from a study made by the New York 
State Banking Department also indicate that 
some members of terminated plans probably con- 
Gnued to have retirement protection. The reasons 
reported to the Internal Revenue Service for the 
termination of 99 plans during a 3-month period 
in 1957 suggest that t,he employees covered by 
about half the terminated plans probably con- 
t,inued to have retirement protection. The reasons 
for the ter/mination of 9’7 plans whose funds were 
held in trust by banks inReT\- York State during 
the period 1936-54 suggest that employees covered 
by one-fifth of the plans continued to have retire- 
ment protection. 4 

4 Joseph Krislov, Termination of Private Pension Plans 
(Analytical Note No. log), Bureau of Old-Age and Sur- 
vivors Insurance, Division of Program Analysis, May 
1960. 

BULLETIN, DECEMBER 1963 19 



ing to the questions of benefit formulae integm- 
tion gave full credit to the acquired employees for 
past service with the predecessor firm.“” The 
second study, x survey of how 35 firms resolved 
retirement benefit problems when they merged, 
also indicated that some extended only “partial 
credit” for services with n predecessor company.G 

The reasons for terminating the remaining 76 
plans filed in the Office of TAxbor-Management and 
Welfare-Pension Reports and the approximate 
number of members we s1~ow1~ below. 

Reason for termination 
Number Approximate 

Of membership 
plans of plans 

Total.....-..............-~.~--........... 7G 14,300 
-- 

Sale of company __........_ -.._ . . . . . 
Company disbanded _..._..... ~...~..~.. 
Unilateral company action . . . . . . . . . . . . . . . ~~~.. 
Company action, approved by plan members 

orunion...........................~........ 
Unknown........~-..-.............-..-.....-. 

15 2,400 
10 500 
41 9,200 

: 
1.000 

600 

Almost all these plans were t erminntecl by the 
employer acting alone. The termination of six 
plans, however, was approved by the plnn mem- 
bers or by the unions rel)resenting the members. 
As indicated in table 1, retirement protection was 
continued for 1 he members (nl~proximately 7,000) 
of l!) of the plans; the 51 plans discontinuing 
protection had nil been terminated for re:isons 
other than mergers. 

DISPOSITION OF ASSETS 

IMa. on the amount of assets were not available 
for 20 of the 51 terminated plans for whose mem- 
bership the retirement protect ion was discon- 
tinued. Sixteen of the 20 plnns (with apl)roxi- 
mutely 1,000 members, at least 56 of whom were 
retired members) did not indicate ~Vhat disposi- 
tion had been nizde of their assets when they were 
terminated. Two plans (with :\II u~lknow~ mem- 

bership) reported that their assets were distri- 
buted to the members when the plan was termi- 
nated, and two l~l:uls (with :tl>proxinlately 200 

5 James Hammond, !l’lw Effect of dferp?rs OTL Private 
Pc~zsiows, Unirersity of l’ennsylrania, 1060, pages 34, 
96 (unpublished doctoral dissertation). 

6 Charles D. Spencer and Associates, Inc., Employee 
Benefit Plan Review Research Reports (X2.-13), Chicago, 
December 1958. 

members) reported that, their members received 
paid-up annuities. 

Thirty-one plans (with a combined member- 
ship of 4,833, at least 65 of whom were retired) 
reported total assets of $5,442,000 nt the t.ime of 
termination. Twenty-five of these plans (with n 
combined membership of 3,974, at, least 63 of 
whom were retired) reported that assets of 
$-1,386,000 had been distributed to their members. 
One plan reported that its 284 members received 
paid-up annuities. The remaining five plans (with 
331 members) reported total nssets.of $510,000 but 
did not indicate what disposition had been made 
of their assets at the time of termination.’ 

Whether these assets were sufficient to meet the 
accrued liabilities of the plans cannot be deter- 
mined from the nvnil:~ble informntion. Data show- 
ilig the assets per retired member and the assets 
per nlenlber (including retired members) can be 
derived. Such data are useful in judging if the 
terminated plans were able to meet their accrued 
liabilities nt the time of termination but are not. 
conclusive, since informat ion is lacking on the 
amount of tile pensions, the age distribution of 
ret ired workers, and other benefit characterist,ics 
of the plnns. 

The assets, the number of retired members! and 
the :\ssets per retired member for the seven plans 
tlint reported on their retired members were as 
follo\Vs : 

Total ass&s (in thousands) 
Number of Assets per 

retired retired 
members member 

$iG __ ... .._ ... .._ ....................... .._ .... 24 
342 ._.._.._......._. .................... .._.._ _ 10 
174.-...- ...................................... 19 
7%.-. ........................ .._-----. ..__ ._ 6 
21.._ ....................... .._.-..-...-.---.-. 
102.......~...............~...~............~ ... : 
397.. ...... i.. ...... .._ ._ _.._.___.._ ... .._._ _ 1 

On the basis of these data, it can be concluded 
tllat most of tile seven plnns may hare been able 
to meet their accruecl obligations to retired mem- 
bers. More tlliin half the retired members, how- 
ever, were members of the two ~~lillls that had as- 
sets of only slightly more than $3,000 per retired 
member. 

The analysis lins been limited to the assets pei 

i Although the plan administrators did not supply the 
data on distribution of assets, some distribution was un- 
doubtedly made in these plans. 

20 SOCIAL SECURITY 



retired member, and no consideratiou has been 
given to the pension expectations of the non- 
retired members. The 29 plans that reported their 
total membership and assets are distributed ac- 
cording to the amount of their assets per member 
(including retired members) in the following 
t abulhon. 

Assets permomber Number 
of plan.3 

$1-499~.......................~...............~..~.~~~~~.......~ - 7 
500-999 ______.__. .................................. ..___._______ _ 
1,000-1.499~~....~..~~..~.~~~~~.~.~..~...~~..~ ................... : 
1~5~~1,9~~.~...~...~....~...~....~...~..~.~.~~~~~.~..~~.~ ...... 2 
2,000-2,499.........................................~.~~..~ ...... ‘1 
2,500ormorc....~...................~......~..........~....~.~~ - 3 

These data suggest, that some of the 29 plaus- 
part.icularly those that had to meet, obligat,ions to 
retired members-may uot have been able to meet 
their nccrued obligations to those members who 

. may have been eligible for retirement or who had 
a vested benefit. Aud if a plan had retired mem- 
bers :LS well ns accrued obligations to some active 
members who were eligible for retirement or n 
vested benefit, it probably would not have suffi- 
cieut assets available for distribution to the re- 
maining members who had beeii accumulating 
service credits aud were not yet eligible for 
benefits. 
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